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SUB J : RUMORS CONCERNING POSSIBLE DEMONETIZATION LARGER PAK 
BANK NOTES 

REF: A. KARACHI 0019 

B. KARACHI 0021 (NOTAL) 

BEGIN SUMMARY. RUMORS CONCERNING DEMONETIZATION 100 RUPEE 
NOTES WERE CIRCULATING WIDELY IN KARACHI JANUARY 3 FOLLOWING 
MASSIVE WITHDRAWALS ON JANUARY 1 AND 2 OF "BLACK" MONEY 
PREVIOUSLY HELD IN FICTITIOUS NAME ACCOUNTS BEFOREBANK 
NATIONALIZATION. END SUMMARY. 

1. RUMOR HAS SPREAD RAPIDLY THROUGHOUT KARACHI BUSINESS 
COMMUNITY DURING COURSE OF JAN 3 THAT GOP PLANS DEMONETIZE 
AND CALL IN 100 RUPEE NOTES IN EXCHANGE FOR NOTES OF LOWER 
DENOMINATION WITH RESTRICTIONS OR PENALTY ON NOTES ABOVE 
CERTAIN AMOUNT FOR WHICH NO LEGAL ACCOUNTING CAN BE MADE. 
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BOTH U.S. AND PAK, INCLUDING VICE PRESIDENT FNCB. DEMONETIZA- 
TION RUMOR BASED ON COMMON KNOWLEDGE THAT VERY LARGE SUMS 
"BLACK" FUNDS WERE WITHDRAWN FROM FICTITIOUS-NAME ACCOUNTS IN 
NATIONALIZED BANKS AND THAT HOLDERS THESE FUNDS HAVE NO 
IMMEDIATE POSSIBILITY COMPLETELY DISPOSING OF THEM ON 
COMMODITY AND GOLD MARKETS. 

2. AS EXAMPLE TYPIFYING PRESENT SITUATION ONE PAK 
BUSINESSMAN SAID UNNAMED ACQUAINTANCE HAD WITHDRAWN SEVERAL 
MILLION RUPEES FROM ACCOUNTS AND WAS ATTEMPTING PURCHASE COM- 
MODITIES, BUT ONLY ABLE MAKE PURCHASES TOTALING ONE LAC 

(RS. 100,000). NEWSPAPER REPORTS ON IANUARY 4 CONCERNING 
FRESH SPURT IN GOLD PRICES IN KARACHI BY RS. 60 TO NEW HIGH OF 
RS. 580 PER TOLA ARE FURTHER INDICATION INTENSE EFFORT FIND 
OUTLET FOR "BLACK" CURRENCY HOLDINGS. 

3. AT BANKS, DEMONETIZATION RUMOR HAS RESULTED IN RUSH TO 
EXCHANGE 100 RUPEE NOTES INTO LOWER DENOMINATIONS AND 
STACKS 100 RUPEE NOTES WERE PILING UP ON COUNTERS JAN 3. 
BUSINESSMEN BELIEVE THAT IF ANOTHER DEMONETIZATION IS TO 
TAKE PLACE, AS WAS CARRIED OUT FOLLOWING SPLIT-OFF OF EAST 
PAKISTAN, PRESENT LONG 3-DAY EID AL AZHA WEEKEND, WHEN BANKS AND 

SHOPS CLOSED, WOULD BE IDEAL TIME FOR GOP TO PULL IT OFF. 

COMMENT. DESPITE WIDESPREAD RUMORS CONGEN TENDS AGREE WITH 
U.S. BANKERS HERE WHO RELIEVE ON BASIS THEIR OWN JUDGMENT 
AND HIGH LEVEL CONTACTS THAT DEMONETIZATION NOT IN CARDS FOR 
PRESENT. RUMOR, HOWEVER, AT VERY LEAST, IS CLEAR INDICATION 
CURRENT UNCERTAINTY AND FEAR WHICH EXISTS IN BUSINESS 
COMMUNITY FOLLOWING BANK, OIL AND SHIPPING NATIONALIZATION. 
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